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KDV DWWHPSWHG WR UHGHILQH DQG XSGDWH WKH OLVW RI FRXQWULHV FODVVLILHG DV OHDVW
GHYHORSHGLQRUGHUWRJLYHJXLGDQFHWRGRQRUDJHQFLHVDQGFRXQWULHVDERXWDQ






:KHQ LQ  (&262& GHFLGHG WR UHFRQVWLWXWH WKH SUHYLRXV &RPPLWWHH IRU
'HYHORSPHQW 3ODQQLQJ XQGHU WKH QDPH&RPPLWWHH IRU 'HYHORSPHQW SROLF\ LW
PDQGDWHGWKHQHZ&'3DPRQJRWKHUWDVNVWR¦ FRQWLQXHWKHWULHQQLDOUHYLHZ
RI WKHVWDWXVRI OHDVWGHYHORSHGFRXQWULHV¦ZLWK WKHQH[W UHYLHZ WREHKHOG LQ
WKH\HDU
7KH UHYLHZ KDV EHHQ FRQGXFWHG HYHU\ WKUHH \HDUV VLQFH  ZKHQ WZR
FRPSRVLWH LQGLFHV ZHUH LQWURGXFHG WR UHSODFH WZR VLQJOH LQGLFDWRUV WR EHWWHU




FULWHULD $W LWV ILUVW VHVVLRQ LQ $SULO  WKH QHZ &'3 ¦  UHFRJQL]HG WKDW
YXOQHUDELOLW\ VKRXOG EH WDNHQ H[SOLFLWO\ LQWR DFFRXQW LQ WKH OHDVW GHYHORSHG
FRXQWULHVLGHQWLILFDWLRQFULWHULD¦$QG LQLWVUHSRUW WKH&'3VSHOOHGRXW LQ




RI WKH FULWHULD IRU /'& LGHQWLILFDWLRQ DQG WR FRQVLGHU VSHFLILF ¦ YXOQHUDELOLW\
SURILOHV¦  WR EH SUHSDUHG E\ 81&7$' RI WKH FRXQWULHV HOLJLEOH IRU JUDGXDWLRQ
IURP WKH H[LVWLQJ OLVW RI /'&V RU FORVH WR WKH ERUGHUOLQH RI WKH TXDQWLWDWLYH
FULWHULD7KH&RPPLWWHHDOVRSURSRVHGLPSURYHPHQWVLQWKHRWKHU/'&FULWHULDLQ
YLHZRIWKHDYDLODELOLW\RIEHWWHUVWDWLVWLFDOLQGLFDWRUV
,Q(&262&ZHOFRPHG¦  WKHUHSRUWRI WKH&RPPLWWHH IRU'HYHORSPHQW
3ROLF\WKHYLHZVFRQWDLQHGWKHUHLQUHJDUGLQJWKHFULWHULDIRUWKHLGHQWLILFDWLRQRI









FRXQWULHV¦  ,W UHTXHVWHG¦  WKH6HFUHWDU\*HQHUDO WR IDFLOLWDWHDQ H[SHUWJURXS
PHHWLQJRIPHPEHUVRI WKH&RPPLWWHH  LQRUGHU WRHQDEOH WKHP WRFDUU\RXW
WKH QHFHVVDU\ GLDJQRVWLF WHVWLQJ DQG VLPXODWLRQV RI WKH SURSRVHG FULWHULD¦  ,W
IXUWKHU UHTXHVWHG ¦ WKH &RPPLWWHH  WR UHFRPPHQG DV DSSURSULDWH UHYLVHG











,Q LWV  UHSRUW WKH &RPPLWWHH UHFRJQL]HG WKDW¦  YXOQHUDELOLW\ VKRXOG EH
WDNHQ H[SOLFLWO\ LQWR DFFRXQW LQ WKH OHDVW GHYHORSHG FRXQWULHV LGHQWLILFDWLRQ
FULWHULD¦  ,W SURSRVHG WKDW WKH OHDVW GHYHORSHG FDWHJRU\ VKRXOG FRYHU WKH ORZ
LQFRPH FRXQWULHV VXIIHULQJ IURP D ORZ OHYHO RI KXPDQ UHVRXUFHV DQG D KLJK
GHJUHHRIHFRQRPLFYXOQHUDELOLW\7KH&RPPLWWHHUHFRJQL]HGWKDWWKH(FRQRPLF
'LYHUVLILFDWLRQ,QGH[(',UHIOHFWHGVRPHHOHPHQWVRIYXOQHUDELOLW\EXWIHOWWKDW
WKLVUHIOHFWLRQZDV LQDGHTXDWHWRFRYHU LWV QRWLRQRI YXOQHUDELOLW\DV¦ VWUXFWXUDO
YXOQHUDELOLW\¦  ZKLFK LW GHILQHG DV WKH ULVN RI EHLQJ QHJDWLYHO\ DIIHFWHG E\
XQIRUHVHHQHYHQWVEH\RQGWKHFRQWURORIDFRXQWU\
7KH &RPPLWWHH WKHUHIRUH UHFRPPHQGHG WKDW WKH (', EH UHSODFHG E\ DQ
(FRQRPLF9XOQHUDELOLW\,QGH[(9,ZKLFKZRXOGLQFOXGHDGGLWLRQDOLQGLFDWRUVRI
YXOQHUDELOLW\ 7KH (9, ZRXOG LQFOXGH ILYH LQGLFDWRUV  H[SRUW FRQFHQWUDWLRQ
LQVWDELOLW\ RI H[SRUW HDUQLQJV LQVWDELOLW\ RI DJULFXOWXUDO SURGXFWLRQ VKDUH RI
PDQXIDFWXULQJDQGVHUYLFHVWUDQVSRUWDWLRQFRPPXQLFDWLRQILQDQFHLQVXUDQFH







VKDUH RIPDQXIDFWXULQJ LQ WKH*'3 H[FHSW WKDW WKH ODWWHU ZRXOG QRZ LQFOXGH
VHUYLFHV,WZDVLQWHQGHGDOVRWKDWH[SRUWHDUQLQJVZRXOGLQFOXGHWKHH[SRUWRI
JRRGVDQGVHUYLFHV
7KH&RPPLWWHH UHFRJQL]HG WKH QHHG IRU DQ LQGLFDWRU WR FRYHU QDWXUDO VKRFNV
VXFK DV KXUULFDQHV IORRGV GURXJKWV WLGDO ZDYHV HDUWKTXDNHV YROFDQLF
HUXSWLRQV DQG ORFXVW LQYDVLRQV +RZHYHU LQ YLHZ RI WKH XQDYDLODELOLW\ RI
UHOLDEOH DSSURSULDWH DQG FRPSDUDWLYH GDWD WR FRQVWUXFW WKLV LQGH[ WKH
&RPPLWWHHSURSRVHGDVDQDOWHUQDWLYHWKHLQVWDELOLW\RIDJULFXOWXUDOSURGXFWLRQ
DV D SUR[\ PHDVXUH ,W ZDV UHFRJQLVHG WKDW VRPH HIIHFWV RI QDWXUDO VKRFNV
ZRXOGDOVREHUHIOHFWHGLQWKHLQVWDELOLW\RIH[SRUWVRIJRRGVDQGVHUYLFHV
7KH&RPPLWWHHUHFRJQL]HGWKDWWKH(9,DVDQLQLWLDOFRQVWUXFWZRXOGQHHGWREH
SURJUHVVLYHO\ UHILQHG DQG EHFDXVH RI LWV SUR[LPDWH QDWXUH ZRXOG QHHG WR EH
FRPSOHPHQWHGE\FDVHVWXGLHVRILQGLYLGXDOFRXQWULHVYXOQHUDELOLW\SURILOHVIRU
FRXQWULHVWKDWZHUHRQWKHPDUJLQVIRULQFOXVLRQLQRUJUDGXDWLRQIURPWKHOLVWRI




,QGH[$34/, ,Q WKHFDVHRI*'3SHUFDSLWDLWSURSRVHG WKHUHSODFHPHQWRI













$V UHTXHVWHGE\(&262&RI WKH&'3¦  WR FRQWLQXH LWVGLDORJXHZLWK RWKHU
LQWHUQDWLRQDORUJDQL]DWLRQVZRUNLQJRQYXOQHUDELOLW\ LVVXHV¦  WKH&'3EHQHILWHG
IURPSUHVHQWDWLRQVE\WKH&RPPRQZHDOWK6HFUHWDULDWRQLWVYXOQHUDELOLW\ LQGH[
DQG623$&RQLWVZRUNRQDQHFRORJLFDOYXOQHUDELOLW\LQGH[DQGIURP81&7$'
RQ LWVZRUNRQYXOQHUDELOLW\SURILOHV ,W UHFHLYHG WHFKQLFDO VXSSRUW IURP WKH81
6HFUHWDULDW LQ XQGHUWDNLQJ ULJRURXV GLDJQRVWLF WHVWLQJ DQG VLPXODWLRQV RI WKH
SURSRVHG YDULDEOHV ,W DOVR VXEPLWWHG WKH GHULYHG (9, WR RWKHU LQWHUHVWHG




WKH LVVXHV LQ LWV WULHQQLDO UHYLHZ WKH &RPPLWWHH LV PDNLQJ WKH IROORZLQJ
UHFRPPHQGDWLRQV
*'3SHU&DSLWD
7KH &RPPLWWHH KDV DOUHDG\ UHFRPPHQGHG WKH:RUOG %DQN $WODV PHWKRG WR
FRQYHUWSHUFDSLWD*'3LQQDWLRQDOFXUUHQF\LQWRLQWHUQDWLRQDOO\FRPSDUDEOH86
GROODUV7KLVKHOSVWRVPRRWKWKH LPSDFWRI IOXFWXDWLRQVLQ WKHH[FKDQJH UDWHV
+RZHYHU WKH VKLIW WR RQH\HDU IURP WKUHH\HDU DYHUDJHV ZDV IRXQG WR EH
LQDSSURSULDWH VLQFH VKDUS IDOOV RU ULVHV LQ RQH \HDUV LQFRPH FRXOG DIIHFW D
FRXQWU\V SRVLWLRQ UHJDUGLQJ LQFOXVLRQ LQ RU JUDGXDWLRQ IURP WKH OLVW DQG WKXV
UHQGHU WKH RSHUDWLRQ RI WKLV FULWHULRQ XQVWDEOH 7KH &RPPLWWHH UHFRPPHQGV
WKHUHIRUHWKHUHWHQWLRQRIWKUHH\HDUDYDUDJHV
7KH$34/,
7KH&RPPLWWHH IRXQGGDWD UHDGLO\ DYDLODEOH IRU WKH VKLIW WR SHU FDSLWD FDORULH
FRQVXPSWLRQ DV D SHUFHQWDJH RI UHTXLUHPHQWV +RZHYHU LW ZDV IHOW WKDW
GHILFLHQFLHVKDYHDPRUHLPSRUWDQWVLJQLILFDQFHWKDQDGHTXDFLHVWKLVZRXOGEH
EHWWHUUHIOHFWHGE\XVLQJWKHORJDULWKP
7KH &RPPLWWHH ZRXOG KDYH SUHIHUUHG DV WKH LQGLFDWRU WKH SHUFHQWDJH RI
SRSXODWLRQ XQGHUQRXULVKHG 7KHVH GDWD DUH QRW DYDLODEOH QRZ IRU PDQ\
FRXQWULHVEXW GHSHQGLQJRQ WKHDYDLODELOLW\ RI VXFKGDWD IXWXUH LPSURYHPHQW
FRXOGEHPDGH
&?(LJHQH'DWHLHQ?%85($8?3$3(56??7H[WGRF
)RU VLPLODU GDWD UHDVRQV WKH&RPPLWWHH UHFRPPHQGV WKH DGRSWLRQ RI XQGHU
ILYHPRUWDOLW\
5HJDUGLQJ HGXFDWLRQ WKH &RPPLWWHH UHFRPPHQGV QR FKDQJH LQ WKH SUHVHQW
WZRLQGLFDWRUVWKHFRPELQHGSULPDU\DQGVHFRQGDU\HQUROPHQWUDWLRDQGWKH




LQGLFDWRUV  H[SRUW FRQFHQWUDWLRQ LQVWDELOLW\ RI LPSRUW HDUQLQJV LQVWDELOLW\ RI
DJULFXOWXUDO SURGXFWLRQPDQXIDFWXULQJ DQG VHUYLFHV DV D SHUFHQWDJH RI *'3
DQG SRSXODWLRQ 'DWD IRU  GHYHORSLQJ FRXQWULHV ZHUH XVHG IRU WKH WHVWLQJ
H[HUFLVH
,QWKHFDVHRISRSXODWLRQWKHORJRISRSXODWLRQZDVXVHGVLQFHSRSXODWLRQVL]H








7KH&RPPLWWWHH UHYLVLWHG WKH LVVXHH[DPLQHG LQ LWV  UHSRUW RI ZKHWKHU D
PRUHGLUHFWPHDVXUHRIHFRQRPLF LPSDFWRIQDWXUDO VKRFNVVXFKDVHFRQRPLF
GDPDJHFRXOGEH LQWURGXFHG LQ WKH(9,7KH&RPPLWWHHFRQFOXGHG WKDWZKHQ
FRPSDUDEOHGDWDRQQDWXUDOVKRFNVLVDYDLODEOHRQDJOREDOEDVLVWKHLQGLFDWRU
VKRXOGEHUHYLVHG
)RU WKH VLPXODWLRQ H[HUFLVH RQ WKH LQVWDELOLW\ LQGLFHV  DJULFXOWXUDO SURGXFWLRQ
DQG H[SRUW RI JRRGV DQG VHUYLFHV  D \HDU WLPH VHULHVZDV XVHG)RU WKH
IXWXUHDUROOLQJ\HDUSHULRGLVHQYLVDJHG
,Q WKH FDVH RI H[SRUW RI JRRGV DQG VHUYLFHV VLQFH WKH LQWHQWLRQ LV WR VKRZ




6WDWLVWLFDO WHVWLQJ VKRZHG WKDW HDFK LQGLFDWRU DGGV LQIRUPDWLRQ ZKLFK UHIOHFWV
VWUXFWXUDO KDQGLFDSV 2Q WKH ZKROH WKH FRPSRVLWH LQGH[ ZDV GHHPHG UREXVW
DQGRIWKHULJKWVSHFLILFDWLRQ
3RSXODWLRQ6L]H
7KH &RPPLWWHH WDNHV DV JLYHQ (&262&V GHFLVLRQ WKDW WKH PD[LPXP
SRSXODWLRQOHYHOIRULQFOXVLRQLQWKHOLVWRI/'&VVKRXOGEHPLOOLRQ
0HWKRGRORJLFDO,VVXH
7KH &RPPLWWHH HPSKDVL]HG WKH LPSRUWDQFH RI XVLQJ DV IDU DV SRVVLEOH




UHOLDELOLW\ UHDG\ DYDLODELOLW\ IRU PRVW FRXQWULHV WUDQVSDUHQF\ VDWLVIDFWRU\






,Q FRQVWUXFWLQJ WKH WZR FRPSRVLWH LQGLFHV WKH YDOXHV RI FRPSRQHQWV ZHUH
FRQYHUWHG WR D VFDOH RI  DQG WKH ILQDO FRPSRVLWH LQGH[ QXPEHU LV DQ
DYHUDJHRIWKHFRQYHUWHGYDOXHVRIHDFKFRPSRQHQW7KLVUDLVHGWKHTXHVWLRQRI
SRVVLEOH GLVWRUWLRQV WKDW FRXOG DULVH ZKHUH GLVWULEXWLRQV ZHUH VNHZHG RU KDG
ORQJ WDLOV +RZHYHU LQ PRVW FDVHV RXWOLHUV GLG QRW SURYH D VLJQLILFDQW LVVXH
:KHUHLW LVDQLVVXH WKH&'3UHSRUW UHFRPPHQGHGGHFLOHFRPSUHVVLRQ
LH WKH DYHUDJH YDOXHV RI WKH WRS DQG ERWWRP GHFLOHV ZHUH XVHG WR UHSODFH
&?(LJHQH'DWHLHQ?%85($8?3$3(56??7H[WGRF








6WHS 'HWHUPLQH WKH FRXQWULHV LQ WKH JURXSRI FXUUHQW /'&V DQG RWKHU ORZ
LQFRPHFRXQWULHV
,Q DGGLWLRQ WR WKH FXUUHQW /'&V WKHUH DUH  RWKHU ORZLQFRPH FRXQWULHV
/RZLQFRPH FRXQWULHV DUH WKRVH WKDW KDYH EHHQ FRQVLGHUHG DV VXFK E\ WKH
:RUOG%DQNLQDQ\RIWKHODVWWKUHH\HDUV,QWKHUHYLHZWKH*'3FXWRII
SRLQW IRU LQFOXVLRQ LQ WKH OLVW ZDV  PRUH WKDQ WKH FULWHULRQ XVHG LQ
 ZKLFK ZDV LWVHOI  KLJKHU WKDQ WKH FULWHULRQ XVHG LQ  7KH
WKUHVKROGRI ORZLQFRPH LV ORFDWHGEHWZHHQ WKHKLJKOHYHO RI*'3 LQ WKH ORZ
LQFRPH JURXS DQG WKH ORZHVW OHYHO LQ WKH PLGGOHLQFRPH FRXQWULHV $ FXWRII




*'3ZRXOGEH WKH LQGH[ YDOXH RI D FULWHULRQ IRU WKH XSSHU TXDUWLOH RI FXUUHQW
/'&VDQGRWKHUORZLQFRPHFRXQWULHV2IFRXUVHLQWKHFDVHRIWKH(9,ZKHUH
KLJKYDOXHVVLJQLI\KLJKYXOQHUDELOLW\WKHFXWRIISRLQWZLOOEHWKHORZHUTXDUWLOH
YDOXH 7KLV SULQFLSOH LV FRQVLVWHQW ZLWK WKH YLHZ WKDW /'&V DUH GHVLJQHG DV
WKRVH ORZLQFRPH FRXQWULHV ZLWK D ORZ OHYHO RI KXPDQ UHVRXUFHV DQG D KLJK
OHYHORIYXOQHUDELOLW\$FFRUGLQJ WR WKLVJXLGHOLQH WKH WKUHVKROGRI$34/, LV
DQGWKDWRI(9,LV
6WHS 'HWHUPLQHWKHWKUHVKROGIRUJUDGXDWLRQ

















$FFRUGLQJ WR WKH UXOH IRU JUDGXDWLRQ XVHG VLQFH  D FRXQWU\ TXDOLILHV IRU
JUDGXDWLRQZKHQLWPHHWVWZRRXWRIWKHWKUHHFULWHULD,WZRXOGEHUHFRPPHQGHG
IRUJUDGXDWLRQLILWPHHWVJUDGXDWLRQFULWHULDLQWZRFRQVHFXWLYHWULHQQLDOUHYLHZV
7KH &RPPLWWHH UHYLHZHG WKH IRXU FRXQWULHV 9DQXDWX 6DPRD &DS 9HUGH
0DOGLYHVFRQVLGHUHGIRUJUDGXDWLRQLQWKH\HDU
9DQXDWX ILUVW FRQVLGHUHG HOLJLEOH IRU JUDGXDWLRQ LQ  ZLWK UHVSHFW WR ERWK
*'3 DQG $34/, KDV VWLOO D KLJK OHYHO RI *'3 SHU FDSLWD FOHDUO\ DERYH WKH
WKUHVKROGIRUJUDGXDWLRQEXW WKH$34/,LVQRZORZHU WKDQWKHQHZJUDGXDWLRQ
WKUHVKROG7KH(9, LVKLJKHU WKDQ WKH WKUHVKROG$FFRUGLQJ WR WKHQHZFULWHULD
9DQXDWXZRXOGQRWTXDOLI\IRUJUDGXDWLRQ7KHILQGLQJVRIWKHYXOQHUDELOLW\SURILOH
FRUURERUDWHWKHDERYHDVVHVVPHQWEDVHGRQTXDQLWDWLYHLQGLFDWRUV
6DPRD ZLWK D *'3 SHU FDSLWD FORVH WR  QR ORQJHU PHHWV WKH *'3
JUDGXDWLRQFULWHULRQ0RUHRYHU LW UDQNVDVYHU\ YXOQHUDEOHRQ(9,$JDLQ WKLV
TXDQWLWDWLYHDVVHVVPHQW LV UHDIILUPHGE\ ILQGLQJV LQ WKH YXOQHUDELOLW\ SURILOH ,W
QRZ PHHWV RQO\ RQH JUDGXDWLRQ FULWHULRQ 7KHUHIRUH LW ZRXOG QRW EH
UHFRPPHQGHGIRUJUDGXDWLRQ
7KH &RPPLWWHH QRWHG WKDW WKH FKDQJH LQ LWV UHFRPPHQGDWLRQ UHJDUGLQJ
9DQXDWXDQG6DPRDZDVQRWGXHWRWKHUHSODFHPHQWRI(',E\(9,
&?(LJHQH'DWHLHQ?%85($8?3$3(56??7H[WGRF
&DSH9HUGH DSSHDUV WR PHHW WKH JUDGXDWLRQ FULWHULD ZLWK UHJDUG WR *'3 SHU
FDSLWDDQGWKH$34/,+RZHYHULWUDQNVDVRQHRIWKHPRVWYXOQHUDEOHDPRQJ





DQ $34/, ZHOO DERYH WKH JUDGXDWLRQ WKUHVKROG VR WKDW LW LV HOLJLEOH IRU
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2UGHU )RUP 3DSHUV DUH REWDLQDEOH DW WKH :=% IRU D
 '0SRVWDJH VWDPS SHU SDSHU RU D
¦&RXSRQ5pSRQVH ,QWHUQDWLRQDO§ WR EH
REWDLQHG DW \RXU ORFDO SRVW RIILFH
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